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For IMMEDIATE R e l e a s e Fr iday, May 20, 1938 
SECURITIES AND EXCHANGE COMMISSION 
Washington 
ACCOUNTING SERIES 
Release No. 8 
The S e c u r i t i e s and Exchange Commission today i s sued an a d d i t i o n a l 
s ta tement in i t s Accounting S e r i e s . The s t a t emen t , r e l a t i n g t o t h e 
c r e a t i o n of s u r p l u s by a p p r a i s a l in balance s h e e t s r e p r e s e n t i n g the 
accounts of promot ional companies, fo l lows: 
In connect ion with a r e g i s t r a t i o n s t a t emen t , an i n d u s t r i a l company 
in i t s promot ional s t age s with no record of b u s i n e s s or earning c a p a c i t y , 
f i l e d a ba lance sheet in which P rope r ty , P lan t and Equipment, acquired in 
an arms- length t r a n s a c t i o n at a cost of $200,000, was c a r r i e d at 
$720,042.81 which r ep re sen t ed i t s "sound va lue" de r ived from an independ-
ent a p p r a i s a l of t h e es t imated "replacement va lue new l e s s (observed) 
d e p r e c i a t i o n " . Thus the balance sheet f igure exceeded cost by 
$520 ,042 .81 , which excess was c a r r i e d as " s u r p l u s a r i s i n g from r e v a l u a -
t i o n 6f p r o p e r t y " . 
In the a p p r a i s a l r e p o r t f i l e d , t he term "sound va lue" was q u a l i f i e d 
by the a p p r a i s e r as being "The va lue for use by a going concern having 
p r o s p e c t s for t he p r o f i t a b l e use , a t normal p l a n t c a p a c i t y , of t h e p rop-
e r t i e s a p p r a i s e d " . 
The r e g i s t r a n t was r equ i red t o amend i t s ba lance sheet to e l i m i n a t e 
t he su rp lus and t o show the f ixed a s s e t s at c o s t . 
